13 BAD DEBTS 

Opening balance 
Adjustment 

C'vatnbj&Ki to ihf bad debt provision 
Bad debit written of T 
Oming Balance 


*4 

m 

UV>\*W\ 

(60.957), 

33^91.627, 

(w.MJy 


177362377) 


2007 

R 


37,6)7,344 

(70.344, ?09j 


24 INTEREST ON EXTERNAL BORROW INGS 


Fi runes leases 
B«ik over drafts 

Total Ir.temt on EstsrnaJ Borrowing! 


4 

1 0,615.051 

,•' / ’ 


103*5,05! 


25 BULK PURCHASES 
Elec maty 
Water 

Total Bulk Purchase* 



tHuM74«l 


96.960,6)9 

2,075,936 

99336,577 


24 CASH GENERATED BY OPERATIONS 
Net surplus for the year 
Adiuiuner.a Previous Yean. 

Qparucg lrxnma and Expand* tur« 

Off wrong Depreciation 
Tmmfei toCCR 
Transfer to Leave Reserve 
Transfer to NDR Utilised Capital 
Transfer to Siapliis Operating Income 
Tiinifci from CRR 

Transfer from NDR Operaring Expwidinira 
Transfer from Accumulated Surplus 
Depreciation 

Gam on disposal of property, plant and equipment 
Reserve* 

Pro visions 

Contribution to bad debt provision 
Interest Received 
Interest paid 

Operating surplus before working capital changes: 
Increase in invcntunas 


biuetic isi other debtors 
irxieiso in vai 


Increase it Provision 

Cash grurntrd by sprratiom 



I*-"- 

. (30.U1.WO) 

10,05,851 
425^10313 


I ■'atrt l - 320 .*T 


-HHIM2J 


2*0.9*7,490 


14,602.111 

(28.000.000) 

(3,103.276) 

(264.047,067) 

(3.210.217) 

28.000,000 

465.044 

335,692 

29.233.389 

(601.043) 

291.127.928 

1,361.654 

(21.330.963) 

12,649.059 

316,469,301 

(3.475.945) 

U17.274 

(10367,767) 

20,920.033 

7D.2A4.7I? 

16.766332 

4 1 1 393A40 


27 CASH AND CASH EQUIVALENTS 
Balance at the end of itoe year 
Eilar.ce at the begwuns of the yew 
Nat increase/! decrease) 1“ cast! Hid cash eqnWakau 


tl7.TIB.Tiy 

94363379; 


117,379,715 

117.313,970 




35 


Mbombda Local Municipality 2007/7008 


1 * ADDITIONAL DISCI-OSURIS IN TERMS OF MUNICIPAL FINANCE 
MANAGEMENT ACT 

Cumrihiiinn n SALCA 

Opening balance 
found! cu'rtsatptums 
Amount pax) - cun cot year 
Amount paid - previous yean 
Balance unpaid (Included In creditor*) 


- 4JF*. 


uani 

1.361,137 


Opening balance 
Current yes audit fee 
Amount pud • currant ym 

Araouni paid - previous years 
Balance unpaid (included in creditors) 


^ ' ' 8M.067 

yjvJ.7 94.M2 
. - 727.840 
1.079.963 


800.6X4 


30tUJ7 

814,067 

306J57 


YAL 

VAT mpub recniv^tWi aid VAT outputs rccei vnbln are shown in note 1 1 
All va I returns have been submitted by the due date throujt.oui the year 


PAVF 

Opening balance 
Current year payroll deductions 
Amount paid - cirrem year 
Araotait paid ■ previous years 
Balance unpaid (laHuded hi crtdhen) 

lill 

Oper.ag balance 

Curran year payroll deducooni 

Amount paid - careni year 

Amount paid - previous yean 

HaJanr* unpaid (included in mdhon) 


Opening balance 

Current year payroll deductions 

Amount paid • current vest 

Ainuum pad ■ ptevtuus yean 

Balance anpaid (indeded in creditor! ) 


Opening beJar.ce 

Curran year payroll doctor Bor. t and Cotxcd Cotunbuouns 


Amuunr paid • previous yuan 

Bd (included ta c red iron) 



. .21,462,067 
21,462,067 



1 


^-2.485,360 


— T77 **T] 

naif 13^50,407' 

13.530.407] 

:ill" -1 


14.422.673 

19.922.673 


2,245.01 

2.245,0) 


1,348.72 

1,348.723 


Opening balanca 

Current year payroll deductions and Coroctf Contributions 

Amount paid • current year 

Amount paid • previous years 

■iM* ‘cjrfTjp 

2.284.G9I 

2.284.648 

0 ««•*”. 

Balaace unpaid (included in creditors) 






Opening balaace 



Current yes payroll deductions and Council ConmbutNot 


33.360,025 

Amount paid - current yets 

35.887.741 

mi . - 

33.360.025 

Arsen r.t paid - previous veers 


Balance unpaid i included in creditors) 




12,014,5$ 

12,014.55 
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NOTES TO Tire FINANCIAL $ 
ENDED 30 JUNE 2 


PALITY 

S FOR THE YEAR 

•toe, 2a 




CmnBlltr'i crtic MiimrKt#Kfl»iH 

I be following Councillor hid irrear accfiir.i* oustawfang for mote 


thsi 90 days Mat 



CovrcllorTKMjbillW R 

Cooictltor ZM Boxoko H 


SIJJI 

W 94 J 8 


Outstanding Lon 
Tlun 90 Days 
R R? 84 

R W 12 


On m adding More 
Than 90 Dayi 

R 42547 

R tf» 16 


Ptrrcun ltw trerogtr aafl giber aswucii 

The following Director Hid tnev kvuuob wounding for marc 
thin 90 day s u at - 



RCMuoU R 

iVofe Oral ihtrt It an amuif tmrnl of paying arrtar dabt by Ihrmor R< Matola 


Total 

7, U1.R7 


Outstanding Lett 
Than 90 Days 
R 128 40 


Outstanding More 
Thin 90 Day* 

R 7.063 57 


The following Councillors had inru accounK outrundinn fix' mote 

dun 90 days c it - 

30th Jane 2007 
Councillor DP Ten 
CotaaUor Ml Mabt 

PuniBraiarn fgnwp»rj Hu i ° ft cr^ cou n t| 

The following Director lied erreei account* outstanding for mote 

tfun 90 days u u. - 

300) June 2007 

DC Mugile 

29 UTILIZATION OP LONGTERM LIABILITIES 
RECONCILIATION 
Long teem liabilities (we note 6) 

Uwd 10 finance property, plant lad equipment at cow 
Sub-Total 

Cud) ret aside for the repayment of long term liabthtia (ice tune 12) 
Cub invested for the repayment of long term liabilities 


T uni 

A 3,573 42 

R 5,893 81 


Toul 

R 367 04 


(Mniuding lees 

Thin 90 Days 

R 325 30 
R 123 17 


IhjtsfaoiLnj More 
Than 90 Day* 
R3J48.I2 

R 5.770 64 


Than 90 Dayi 


uauuwimg nwv 
Thao 90 Day* 

R J67 04 


(76,458,096) 

17.614.242 
(51,7734*4) 

1 7.684.242 

17414042 


(*6.031,367) 

13.143.961 
(70417.406) 

15.143.961 

(5,143.961 


30 IRREGULAR EXPEND mJRE DISALLOWE D, FRUITLESS A WASTEFUL EXPENDriURi: 

1 


Paynwnt of Bonnies 


Fraudulent Overtime l*iyment 
Rebuilding of KaNyamamne Stadium Hall 
Absent front Office 


PlKiBllBllT SlCVUCliflUHi PlltfrtMP 

II busy with investigation 

Soil busy with investigation 
Soli busy with investigation 
Soli bury wnh investigation 

Sail busy with investigation 
Still busy with invemgi&oA 


s Went finance as ceded to IN Still busy with invwngauon 
Still busy with investigation 


Annum i 

721461 

498.750 

314.988 

11,823 

11.870 

S4lary uid benefit of incumbent for period 1/12/2007 ural KV03/20W 
9.987,644 

Acting allowances of a acting CFO. for seven days 


2007 

iuutoi PiKiglioin SRBilriauiia frcmfraii 

Theft rmployec Resigned / SAPS Found Guilty / Money Rscwerd from Pension 

Theft Employee Resigned / SAPS Found Guilty - Suspended Sentence 

Supply and Delivery of Ms* Containers, Tender Number CO 1/2005 


Ainamil 

66.339 

22467 

314.988 


31 COMMITMENTS 
31.1 Capital Camrulttuents 

Commitments m respcci of capital expenditure 
- Approved ar.d contracted for 
btfrsdtnicture 
Community 
Oter 



1007 

R 



166411404 I 


43,949,369 

82,143,113 

3461,984 

129434466 


This expenditure will he financed from 

21,347,86) 
8 , 688,594 
99 , 418,009 

129434466 


-External loani 
-Capital Replacement Reserve 
-Government Grins 
Tefal 
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31.2 Operating leant • Expenditure 

The future minimum lease paymenti pqyaide under operating kata are a*Jotkr* a: 


• H it Ai> (Me yew 

- In second to fifth year 

• Later than ftwyean 

32 OTHER INCOME 

The foil owing xbnarmally high mailt Ifnjrrd: 

Bui ding PI ms Fee* 

Electnaty Connections Fees 
lateen an Current Account 




190.672 
2.) 1 8.3*8 
UJ7.9S1 


33 GENERAL EXPENDITURE 

No abnormal expenccs secured during 2007 203* 

34 RETIREMENT BENEFIT IN FORMATION 

The Diaucipifaty provide* for recrement benefits to its employees *nd councillors and contribute to the under • 
mentioned pen* or. fond* 

Joint Municipal Pension Fund 
Municipal Employees Pension Fund 
Municipal Gratia ty Fund 
SANLAM Pemtco Fund 

Covtallort are member* of the Mumeipal Councillor 's Pennon Fund dun was established in terms of the 
Reenunermoc of Public Office Hearers Act 1 91* (Art 20 of t<wg| 

The conrnbuoons to fund obligations for die payment of retirement benefits are charged against income tn the year 
they become payable 

All Poiuon Funds are defined cor. tn b utiun plena 


35 IN KIND DONATIONS AND ASSISTANCE 

Secondment of International Finance Advisor Kid Intern* by Natsonal Treasury for 2 year* 

36 COMPARISON WITH T1IE BUDGET 

The companion of the Miaucapality's actual financial performance with that budgeted i» set 
out in Appendix E(l)otdE(2) 

37 OTHER INFORMATION 

The Municipality wi placed under admin irtrxficn since the 20 February 200* by the MFC for Local Government and limning 
under Section I39(i)(b) 

The Executive Mayor resigned with effect from 2$ April 2008 which resulted in the disbanding of die Mayoral CnmmiCcc referred to on page I 
of the Financial Statement* These Mayoral Committee Members with effect from 25 April 200* were paid as ordinary Councillor* 

Delegated powers of the Mayoral Committee, as stipulated on page 1 , were revoked and 

the AdiramitiaSur assumed these duties 

A mw Esnicttva Mayer was elected by the Municipal Council on the 29 May 2008 

The Muntpal Manager was suspended since 22 November 2007 with full pay pending investigations. 
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38 CONTINGENT LIABILITY 


2008 


ruti« 

Nat art of ttie claim A status 

rrpnt 

AmSiinl 

claimed 

Estimated contingency 
liability 

EilinuM legal 
COM 

■ 



R 

R 

Bctmac 
Mbombela 
(Pty) Ltd / 
MI.M 

Breach of contract based on 
failure to honour payment and 
loss of future income due to 
MLM’S repudiation of the of 
public Private Partnership 
agreement MLM has been 
advised to settle without 
prejudice and without admission 
of liability. Matter may he 
settled 

1,978,804 

5,000,000 

1 . 000.000 

Telcgenix 655 
Trading CC / 
MLM 

Claim emanates from 

termination of a tender 
following a court order which 
set aside the award. Based on 
legal advice Council is 
defending the matter 

7.313,522 

200.000 

100.000 

NRNlcosi/ 
MLM / Buscor 
CPt>') Ltd 

Claim emanates from bodily 
injuries suffered in a bus 
accident MLM is joined as a 
third party in this action on the 
basis of contributory negligence 
occasioned by newly 
constructed speed humps 
without warnings MLM has 
been advised to tender 20 % of 
proven damages suffered by the 
plainnff 

835.013 

160.000 

12.000 

BellimMK/ 

MLM 

Claim emanates burn 
inadequately constructed storm 
water drainage system which 
was flooded and caused 
property damages. The amount 
claimed is allegedly a 
reasonable repair or replacemen 
costs of the damaged good 

100,000 

40,000 

25.000 
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38 CONTINGENT LIABILITY 


ZUUo 


P.rU« 

mshzz 

N»t»re of the ctaim & status 

"PS* 

ss »S 

Amount 
claimed ■=' 

R 

Estimated tuntiagcncy 
IHbiUty 

r s m 

Estimated le*al 
cost 

5-V 

UXZ Business 

Enterprises / 
MLM 

Claim emanates from a fire that 

destroy ed a business and stock 
MLM's fire fighter allegedly 
failed or neglected to carry out 
their duty to extinguish the fire, 
rescue property etc The 
breakdown of the fire truck was 
due to mechanical failure No 
summons has been served 

Claim referred to insurance for 
consideration 

1,301,475 

2,000,000 

500,000 

MLM / Relane 

Trading CC 

MLM is the plaintiff is the in 

this matter The claim emanates 
from breach of contract of sale 
of an immovable property, in 
that the defendant breached the 
contract by failing to make 
payments The orders sought arc 
for cancellation of the deed of 
sale, return of possession of the 
property and payment of rates 

6,127 

None 

40,000 

MLM/ 

Morgan C 

MLM is the plaintiff in this 
matter MLM seeks an order to 
cancel sale of immovable 
property 

None 

None 

30.000 

Smith PA / 

MLM 

The claim emanates from a 

damaged canal which caused 
damages to the plaintiffs 
property Technical services 
directorate has ruled no 
negligence on MLM as the 
cause of loss is a foreign 
concrete block which fell as a 
result of flooding into the canal 

100.000 

40.000 

15,000 

MdluliP/ 

MLM 

This application to interdict 
transfer of the land on which the 
2010 world cup stadium is 
being constructed into MLM’s 

name. 

None 

None 

150,000 
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38 CONTINGENT LIABILITY 


2009 





-.Parties 

- - 

bfstunc of the claim & status 
rcport ^ 

Amount 

ctatawd 

R 

T " 

Estimated legal 

Ti 

Saamstaan 
(Pty) Lid 
/MLM 

This claim emanates from 
termination of a lease 
agreement MLM has been 
advised to settle the claim. 
Summonses have not being 
served Preliminary settlement 
negotiations ongoing 

533,631 

347,646 

None 

FP Prollius / V 
Sibiya / MLM 

This claim emanates from a 
defamation related incident. 
MLM is alleged to he 
vicariously liable as the 
employee concerned was acting 
within the scope and cause of 
his employment at the time of 
the incident. 

100,000 

None 

30.000 

Ensemble 

Trading/ 

MLM 

This claim emanates from a 
cession of rights and interest in 
a tender The cession agreement 
was allegedly communicated to 
Council The delivery of the 
cession is disputed. 

2,540,042 

1.000,000 

100.000 

CasLcRoux/ 

MLM 

This matter emanates from an 
unfair dismissal Matter has 
been settled following a legal 
opinion, The amount payable 
representing reinstatement 
salaries will take into account 
the salary received and tax 
liability 

800.000 

600,000 

40,000 

Ben Houy / 
MLM 

Matter relates to placement of 
employees The matter is being 
resolved by establishing a 
committee to look into whether 
the employees involved were 
properly placed There is no 
order for payment of money 
being sought 

None 

None 

45.000 

Municipal 
Employees 
Pensions Fund 

The claim is for payment of 
a near pension fund 
contributions. An agreement has 
been reached with the plaintiffs 
attorney's to pend the matter to 
allow investigations. The matter 
will be settled as investigations 
revealed that there are no 

anears owing 

106.225 

None 

None 
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38 CONTINGENT LIABILITY 


■bjbibi 

1 

Parties 

.Nature of the claim & status 
rtport 

w 


Estimated contingent 
% '"' m> 

i h 

Estimated legal 
rost 

•* | 

Nedcoi / MLM 

/Fig Tree 

Hotel 

Claim for proceed of sale in 

execution following a 
judgement in favour of MLM 
The property sold was subject to 
a mortgage by Ncdcor. The civil 
action will be withdrawn. The 
judgement was for rates and 
taxes of which are preferential 
claims 

520,000 

None 

40,000 

Machaba M & 

Others / MLM 

Claim for recovery of 

reasonable replacement costs of 
property demolished without a 
court order. Mane may be 
settled by public liability 
insurance If insurance 
repudiates, a reasonable offer os 
per legal advice will be 
considered by MLM 

437,624 

14,800 

6,000 


2002 

(1) . Action was instituted against the Municipality by Tclcgcnix 655 Trading CC in the amount 

of R7 313 522.36 

(2) Botmac Mbombela (Pty) Ltd, they claimed R1 9 million Attorney’s estimate of financial 
exposure (inclusive of costs and disbursements) is R6 000 000 Attorney's remarks 
Matter may be settled. 


39 AWARDS TO CLOSE FAMILY MEMBERS OF PERSONS IN TITE SERVICE 
OF THE STATE 


2008 


Name of the 
Person 

The Capacity hi which that person i> in the 
service of tbe state 

The Amount of the 
Ward 

Sigarumda 

Siboza 

Chief Operational Manager 

R 33.94 per Ream for 24 
months 

Sigananda 

Siboza 

Chief Operational Manager 

R 61 .71 per Ream for 24 
months 

Buldani 

Ngcuka 

Deputy President of the RSA - Her husband is n 

substantial share holder of the company 

R 810,097,694 


The amount of the outstanding 
transactions are calculated as 
follows 


Appointed Contract R 810,097,694 

Expenditure until 30 June 2008 R 111,703,635 


Outstanding Balance 

Disclosure In terms of the Government Gazette 27636, 
dated 30 May 2005, section 45 


R 486,394,069 
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«0 LOCAL GOVEKNMr.Nl': MUNICIPAL FINANCE MANAGEMENT ACT 200J. EXEMPTIONS 
Cmeral Setic* SS2 0/ 2007. Uwfd In tot WMKM 0 duae ha 5001 J of 29 Jmmt 2007 


rtuaodal 

Eu«il of eartaplion trail 


E.do»«l.. 

reputing 

undent 

I* ™ 


Property , pilA! 

lod esnaptnesrt 
(GAM AT 17) 

Renew of melu) life of ilrnn of 

PPE recognised us tbe amuol 
finiiKitd ttatetnentj 

[par ugrujih’ 59- Al, and 77 / 

EI.ECTKICAl ASSETS: REDS 

Appoint a semca provider to #«»r, nuuiicipalily due luck of 
capacity 

Identi hcdtiofl & compraentiiation of nxti 

Maaaureetwn & recognition of asaets 

Clawificalion of PPE 

1'pdate asm regnta 

WATER A OTHER INFRASTRUCTURE ASSETS: 

Appoint service provider to assist municipality due to lack or 

Identi ftcalccr. Ac componsitmition of EIKU 

Measurement & recognition of anati 

Dst dopmsnt of Asses Management Plata foe Water. Sanitation. 
Streets & Strain water 
f Tnvificatina of assets 

Training of asset tnattgrerwnt personnel on asset management 
Update mtd register with assistance o f service provider due to 
capacity 

Recalculate financial retxu solvability, etc 
municipality due to ntCvrt of the work to be done end lack of 
e*pernsa However, the muiKipaltly will budget for wtu it could 
afford during the budget process for 20C&/09 

Ruk Mamgrenara 

JurnJm 


Renew or depfeaancr mnhoc 

applied to PPF. recognised in the 
aim lid f mint id statement! 

I paragraphs 62 and 77) 

Determine life span & method of depreciation wufi the assume* 

of service prouder due to capacity challenge <_•; with uuunicc of 
lni*mac octal Financial Advisor allocated to njoiiapahty by 
Nrtaccni Treusivy 

Mu MX 


ImpaunNBt of noo-cosb- 

[patagrapht A4 - A9 and 

Tstm-Mii 

Idennfi carter, of con-cash generating tuseh 

Joe -IKW 


Impairment of cash-generating 

anas 

(paragnyto 6J and 75(t)(v) 

Ml 

IdentiEcanar. af cash generating assets 

/iCKiWti 

Impamnan of 

Assets 
(IAS 36/AC 

121) 

Entire Standard 


June 2008 

Inventories 

The entire standard os for ti u 

LonJ audit to ider.aty undeveloped & developed lend fot the 

Joe 2008 

(CiAMAP 12) 

relates to immovable capiu] 
mscti inventory dtst it n:co iniet 
roflntenworGAM.AP17 

municipality 



the errata eaadard to the titan 

that it relates to water stock that 
was not purchased b> the 
municipality 

Appoint service provide! to assist Civil engineering due to let± of 

expense 

Joe 2008 

Propcnv (IAS 
40/AC 135) 

Th* entire stand ard to the «teni 

that the property is accooied for 
in tarns of GAMAP 17 

Net applicable 

June 2008 


Disdain* of the fair value of 

investment property if the ant 
model is applied end where the 
municipality has recognised the 
investment property in wins of 
Iho standard 

[paragraph! 79(f) ft) . fill)) 

Not applicable 

June 2008 
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Lena (LAS 

17/AC 103) 

Recognising operating lease 

payments i receipts on a straight- 
line basis tf the arcwnts ire 
recognised on the basis of (he 
cash flows in the lease 

ISAtCA circular 1206 
paragraphs 8-11 and 
paragraphs Ji H 50. 31 of U5 
W AC I05J 

Analyze all leases of the municnwdiTy 

June 2008 

Iniang: hl« 

31/AC ?29) 

the enure standard except for 

the recognition, nwKiifFireeil 
and disclosure of computet 
software eqtrpmen: and website 
cost* (SIC 32/AC 432) md all 

Coatp&iani 

June 20CQI 

Employee 

Benefits (IAS 
19/AC 116) 

Defined benefit accounting as tar 

as it relates tc defined benefit 
plana lccounted f«» as defined 

contribution plans and the 
defined benefit obligation 
disclosed by namtove 

ApjKum Actuarial if municipal Pension Adtnimstnncir cannot 

provide assistance 

June 2008 

Revenue 

(GAMAP9) 

Initial measurement sf fat value 

discounting ell futuc receipts 
using an imputed rate of tmcresi 
I5AICA et/ailar (W06 and 

psregrsph 12) 

Assess review S) Stem designs fur initial measurement of fur value 

with OMSlmuc of Businas Cunncsnm - IT Conirnc: Manager A 
lntemauixiiil Financial Advisor 

June 2008 

Financin' 

Instrument*. 

Recognition 

a.--.; 

Measurement 
(IAS 39.AC 

133) 

Initnilv measuring financial 

assets and financial liabilities ai 
fair value |SAICA circular 

09/06. ranttrsph 43. AG 79. AG 
M and AG 65 of IAS 39- AC 

133J 

Conduct mi onalyj to ensure tbat 111 Financial Instrument* are 

recognition and nwmiinonrait 

Jwic 2008 

Noo-cutrent 

Assets held Toe 

Sale and 

Operations 

(ires 

VAC 142) 

Clossificaucn. namiraeait and 

disclosure of Boo-curresti auea 
hold for sale 

{porapaphs 6-14 15- » fin 
to far as II relates to non- 
current as ten held foe sale). 36 
-42) 

Sol Aplhcsble 

Plane 2008 

Financial 

Instruments 

Disclosure* 

(IKRS7/AC 

144} 

Entire Standard to be replaced bv 

IAS 32 (AC 125) issued August 
2006 and effective for financial 
sasicmcnts coveting periods 
beginning on or after 1 Jatuay 
199* 

Cooduct an anaiyt so ensure thet all Financial Instruments are 
recognition end measurement 

June 2008 

Contract* (IAS 
ll/AC 109) 

Entire Standard 

An assessment oa the 201 U Stadium with assisUace of the 

Intcmeoone) Ftcencicl Advisor < a service provider due lack of 
expertise within the mueuapaHty 

June 2008 

Ccimbinationi 

OFRS 3/AC 
140) 

Entire Standard 

Not applicable 

June 2008 

Accounting Tar 

Grants tod 
Sadov* of 

Govern] non 

[IAS 2WAC 
134) 

Enure SUeidard excluding 

paragraph 24 and 26. replaced by 
paragraph 08 of GAMAP 12. 
paragraph 23 of GAM AP ) 7 imd 
partgiapht 42 - 44 of GAMA? 9 

Fully compliant to this siendsd 

Jane 2006 


7V/«n tkm tkr ronparaha It*. lie M*> •ccvwuba* peUcy mU Huimimrm} may mmt bm rmmMtm MM Or i 

•rauA(/«<Ma tnJ dlKttmo 4m » <*« ayO-aSaa Vrlv vu***™- 
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AUDITOR-GENERAL 


The Municipal Manager 
Mbombela Municipality 
PO Box 45 
NELSPRUIT 
1200 

28 November 2008 

Reference: 02334 REG07/QB 
Enquiries: Ms Cousins 
Ad/ 


REPORT OF THE AUDITOR-GENERAL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF MBOMBELA LOCAL MUNICIPALITY FOR THE YEAR 
ENDED 30 JUNE 2008 


The above-mentioned report of the Auditor-General is submitted herewith in terms of section 
21(1) of the Public Audit Act, 2004 (Act No. 25 of 2004) read in conjunction with section 188 of 
the Constitution of the Republic of South Africa, 1996 and section 121(3) of the Municipal 
Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA). 


In terms of sections 121(3) and 127(2) of the MFMA municipalities have to include the audit 
report in the municipality's annual report for tabling within seven months after the end of the 
financial year. 

Until tabled as required by section 127(2) the report is not a public document and should 
therefore be treated as confidential. 


As your municipality will be responsible for publishing the attached audit report as part of the 
annual report, you are required to do the following: 

• Submit the final printer's proof of the annual report (which includes the audit report) to 
the relevant audit manager of the Auditor-General for verification of the audit-related 
references before it is printed or copied. Special care should be taken with the page 
references in your report, since an incorrect reference could have audit implications. 

• The signature Auditor-General in the handwriting of the auditor authorised to sign the 
audit report at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report This signature, as well as the place and date of signing and 
the Auditor-General's logo, should appear at the end of the report, as in the hard copy 
that is provided to you. The official logo will be made available to you in electronic 
format 

Please notify the undersigned Business Executive well in advance of the date on which the 
audit report, or the annual report containing this audit report, will be tabled at the municipality. 
Your cooperation to ensure that all these requirements are met would be much appreciated. 


Auditor-General Republic of South Africa www.agsa.co.za 

Po Sox 2484 Nelspruil 1200 Mpumalanga Docox 39 Tel:+27 (0) 13 755 4735/4/7/9 Fox: +27 (0)13 755 4738 


AUDITOR-GENERAL 


Kindly acknowledge receipt of this letter. 


Yours sincerely 


Signed 


- 3^0 qusj — .g 

A Business Executive: Mpumalanga 


Auditor-General Republic ol SoulK Africa www.agso.co.zo 

Po Box 2484 Nelspruit 1200 Mpumolongo Docox 39 Tel:+27 (0) 13 75S 4735/4/7/9 Fax: +27 (0)13 755 4738 


REPORT OF THE AUDITOR-GENERAL TO THE MPUMALANGA PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF THE MBOMBELA LOCAL MUNICIPALITY FOR 
THE YEAR ENDED 30 JUNE 2008 


REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying financial statements of the Mbombela Local 
Municipality (municipality) which comprise the statement of financial position as at 
30 June 2008, statement of financial performance, statement of changes in net 
assets and cash flow statement for the year then ended, and a summary of 
significant accounting policies and other explanatory notes, as set out on pages [xx] 
to [xx]. 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of 
these financial statements in accordance with the basis of accounting determined by 
the National Treasury, as set out in accounting policy note 2 and in the manner 
required by the Local Government: Municipal Finance Management Act, 2003 (Act 
No. 56 of 2003) (MFMA) and the Division of Revenue Act, 2007 (Act No. 1 of 2007 
(DoRA). This responsibility includes: 

• designing, implementing and maintaining internal control relevant to the 
preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

3. As required by section 1 88 of the Constitution of the Republic of South Africa, 1 996 
read with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA), my 
responsibility is to express an opinion on these financial statements based on my 
audit. 

4. I conducted my audit in accordance with the International Standards on Auditing and 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 
15 May 2008. Those standards require that 1 comply with ethical requirements and 
plan and perform the audit to obtain reasonable assurance on whether the financial 
statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement 
of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity's internal control. 


6. An audit also includes evaluating the: 

• appropriateness of accounting policies used 

» reasonableness of accounting estimates made by management 

• overall presentation of the financial statements. 

7. Paragraph 11 et seq. of the Statement of Generally Recognised Accounting 
Practice, GRAP 1 Presentation of Financial Statements requires that financial 
reporting by entities shall provide information on whether resources were obtained 
and used in accordance with the legally adopted budget. As the budget reporting 
standard is not effective for this financial year, I have determined that my audit of 
any disclosures made by the municipality in this respect will be limited to reporting 
on non-compliance with this disclosure requirement. 

8. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion. 

Basis of accounting 

9. The municipality’s policy is to prepare financial statements on the basis of 
accounting determined by the National Treasury, as set out in accounting policy 
note 2. 

Basis for qualified opinion 

Property, plant and equipment 

10. 1 was unable to confirm the existence of property, plant and equipment amounting to 
R98 51 1 503, as a result of inadequate information in the fixed asset register, e.g. 
descriptions, locations, asset numbers and/or bar codes. The municipality's records 
did not permit the application of alternative audit procedures regarding these assets. 
Consequently, I could not obtain sufficient appropriate audit evidence regarding the 
existence and completeness of these assets included in the balance of 
R1 254 203 962 disclosed in note 1 1 to the financial statements 

Gains on disposal of property, plant and equipment 

11.1 was unable to confirm the accuracy of the gains on disposal of property, plant and 
equipment amounting to R1 425 230, due to a lack of supporting information to 
reperform the calculation. 

Corresponding figures 

12. Property plant and equipment was qualified in the 2006 of financial year due to lack 
of supporting documentation. I was unable to determine the effects of any 
adjustments that might have been necessary on the corresponding figures on 
property, plant and equipment, disclosed in note 11 to the financial statements. 

Qualified opinion 

1 3. In my opinion, except for the effects of such adjustments, if any, as might have been 
determined to be necessary had I been able to satisfy myself as to the matters 
described in the Basis for qualified opinion paragraphs, the financial statements 
present fairly, in all material respects, the financial position of the Mbombela Local 
Municipality as at 30 June 2008 and its financial performance and cash flows for the 


year then ended, in accordance with the basis of accounting determined by the 
National Treasury, as set out in accounting policy note 2 and in the manner required 
by the MFMA and DoRA. 


OTHER MATTERS 

I draw attention to the following matters that relate to my responsibilities in the audit of 

the financial statements: 

Internal controls 

14. Section 62(1)(c)(i) of the MFMA states that the accounting officer must ensure that 
the municipality has and maintains effective, efficient and transparent systems of 
financial and risk management and internal control. The table below depicts the root 
causes that gave rise to the inefficiencies in the system of internal control, which led 
to the qualified opinion. The root causes are categorised according to the five 
components of an effective system of internal control. In some instances 
deficiencies exist in more than one internal control component. 


Reporting item 

.Control 
. environment 

Risk 

- assessment 

Control 

activities.^ 

Information and 
_ com muni cation 

Monitoring • 

Property, plant and 
equipment 

X 

X 

X 

X 

X 

Gains on disposal of 
property, plant and 
equipment 



X 


X 

Corresponding 

figures 

X 


X 


X 

Control environment: establishes the fou 
discipline and structure for financial reporl 

Risk assessment involves the identifical 
risks to achieve predetermined financial ri 

Control activities: policies, procedures a 
objectives are achieved and financial repc 

Information and communication: suddc 

ndation for the internal control system by providing fundamental 
ling. 

lion and analysis by management of relevant financial reporting 
sporting objectives. 

nd practices that ensure that management's financial reporting 
jrting risk mitigation strategies are earned out. 

irts all other control components by communicating control 
employees and by providing financial reporting information in a 
carry out their financial reporting duties. 

ntemat controls over financial reporting by management or other 
ation of independent methodologies, like customised procedures 
iin a process. 

responsibilities for financial reporting to 
form and time frame that allows people to 

Monilorino: covers external oversiaht of i 
parties outside the process; or the applic 
or standard checklists, by employees with 


Matters of governance 

15. The MFMA tasks the accounting officer with a number of responsibilities concerning 
financial and risk management and internal control. Fundamental to achieving this is 
the implementation of certain key governance responsibilities, which I have 
assessed as follows: 


Matter of governance 

Yes 

No 

Audit committee 



• The municipality had an audit committee in operation throughout the 
financial year. 

X 


• The audit committee operates in accordance with approved, written 
terms of reference. 

X 


• The audit committee substantially fulfilled its responsibilities for the year, 
as set out in section 166(2) of the MFMA. 

X 


Internal audit 



• The municipality had an internal audit function in operation throughout 
the financial year. 

X 


• The internal audit function operates in terms of an approved internal 
audit plan. 

X 


• The internal audit function substantially fulfilled its responsibilities for the 
year, as set out in section 165(2) of the MFMA 

X 


Other matters of governance 



• The annual financial statements were submitted for audit as per the 
legislated deadlines in section 126 of the MFMA. 

X 


• The annual report was submitted to the auditor for consideration prior to 
the date of the auditor's report 

X 


• The financial statements submitted for audit were not subject to any 
material amendments resulting from the audit 

X 


• No significant difficulties were experienced during the audit concerning 
delays or the unavailability of expected information and/or the 
unavailability of senior management 

X 


• The prior year's external audit recommendations have been 
substantially implemented. 

X 


Implementation of Standards of Generally Recognised Accounting 
Practice (GRAP) 



• The municipality submitted an implementation plan, detailing progress 
towards full compliance with GRAP, to the National Treasury and the 
relevant provincial treasury before 30 October 2007. 

X 


• The municipality substantially complied with the implementation plan it 
submitted to the National Treasury and the relevant provincial treasury 
before 30 October 2007, detailing its progress towards full compliance 
with GRAP. 

X 

■ 

• The municipality submitted an implementation plan, detailing further 
progress towards full compliance with GRAP, to the National Treasury 
and the relevant provincial treasury before 31 March 2008. 

X 



OTHER REPORTING RESPONSIBILITIES 
REPORT ON PERFORMANCE INFORMATION 

16. 1 have reviewed the performance information as set out on pages xx to xx. 

Responsibility of the accounting officer for the performance information 

17. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality prepared by the 


municipality in terms of section 46 of the Local Government: Municipal Systems Act, 
2000 (Act No. 32 of 2000) (MSA). 

Responsibility of the Auditor-General 

18. 1 conducted my engagement in accordance with section 13 of the PAA read with 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 
15 May 2008 and section 45 of the MSA. 

19. In terms of the foregoing my engagement included performing procedures of an 
audit nature to obtain sufficient appropriate evidence about the performance 
information and related systems, processes and procedures. The procedures 
selected depend on the auditor’s judgement. 

20. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a 
basis for the audit findings reported below. 

Audit findings (performance information) 

Non-compliance with regulatory requirements 

21. Annual performance information not submitted in time 

The annual performance information to be included in the annual report in terms of 
section 46(1)(a)(i) and (ii) of the MSA was not compiled and submitted with the 
financial statements in accordance with clause 4 of General Notice 646. 

No link between IDP and budget 

22. Priorities, objectives and key performance indicators in the IDP could not be aligned 
to the budget. 

Existence and functioning of performance audit committee 

23. The audit committee did not advise the municipal council on matters relating to 
performance management and performance evaluation, as required by section 
166(2)(a)(v) and (viii) of the MFMA and regulation 14(4)(a) and (b) of the Local 
Government: Municipal Planning and Performance Management Regulations, 2001 . 
However, the audit committee discussed, in its meeting held after year-end, the 
annual performance information. 

OTHER REPORTS 

Investigations 

24. The municipal manager has been suspended and the investigation in this regard 
has not been completed. 


APPRECIATION 

25. The assistance rendered by the staff of the municipality during the audit is sincerely 
appreciated. 




Neispruit 


28 November 2008 
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IMPLEMENTATION PLAN TO ADDRESS ISSUES RAISED BY THE AUDITOR 
GENERAL IN AUDIT FINDINGS FOR THE 2007/2008 FINANCIAL YEAR 


FINDING 

CLASSIFICATION 

CONTROL 

COMPONENTS 

PLANNED ACTION 

TIMELFRAME 

RESPONSIBLE 

OFFICIAL 

Lack of 
supporting 
documentation 
for Bursary 

Loans 

Financial 

Control Activities 

All contracts are filed 
in individual files of 
applicants and 
bursary holders. 

June 2009 

Corporate 

Services 

Provision leave 
Exceeding 48 
hours 

Control 


Sections 7(3) and 
7(4) of SALGBC 
agreement will be 
referred to the 
SALGBC and 

SALGA for 

interpretation. 

June 2009 

Corporate 

Services 

Skills retention 
policy not in 
place 

Control 

Control 

Environment 

A skills retention 
policy will be 

developed with the 
assistance of 

Resolve Workplace 
Solutions and GTZ 

June 2009 

Corporate 

Services 

Employee paid 
full salary after 
termination 

Financial 

Control activities 

Procedures to be 
developed to monitor 
performance 

June 2009 

Corporate 

Services 

Overtime 
exceeds 30% 

Control 

Monitoring of 
controls 

A new overtime 
Policy and strategies 
to prevent excessive 
overtime was 

approved by Top 
Management in 

October 2008. All 
line managers are 
requested to adhere 
to the policy to 
prevent excessive 
overtime and 

contravention of 

section 10 of the 
Basic Conditions of 
Employment Act, 
1997. 

June 2009 

All line managers 

Leave 

approved after 
being taken 

Compliance (Non- 
AFS) 

Monitoring of 
controls 

It is standard work 
procedure that 

employees shall not 
go off duty without 
prior permission 

unless prevented by 
sudden illness or 
circumstances 
acceptable to 

management. 

Line managers are 
informed on a weekly 
basis of outstanding 
leave approvals. 

The electronic leave 

March 2009 

All line managers 


o 





system will 

furthermore be 

programmed to refer 
outstanding leave 
approvals to the next 
higher line of 
supervision after 3 
days of date of 
application. 



Terminations 

Control 

Control 

environment 

The authority to 
accept resignations 
at a shorter notice 
than 30 days is 
delegated to the 
General Manager: 
Corporate Services. 
See delegation 

number H52. 

Currently 

implemented 

Corporate 

Services 

Non 

Cancellation of 
lease 

agreement 

Control 

Control activities 

An assessment of 
municipal property 
tenants whether 

agreements have 
been signed where 
there are no signed 
agreements, be 

compelled to sign 
one. 

June 2009 

Corporate 

Services 

Late Capturing 
of leave 

Control 

Control 

environment 

Additional staff has 
been appointed to 
ensure daily 

attendance to all 
leave matters. 

Currently 

implemented 

Corporate 

Services 

Leave Approval 
after been 
taken 

Control 

Control 

environment 

It is standard work 
procedure that 

employees shall not 
go off duty without 
prior permission 

unless prevented by 
sudden illness or 
circumstances 
acceptable to 

management. 

Currently 

enforced 

Corporate 

Services 

Mayoral 

Benefits 

Control 


They are guided by 
the Upper Limits 
gazette which is 
published annually 

Currently 

implemented 

Corporate 

Services 

IT and CIS 
control 

Control 

Control 

environment 

Please note that The 
Department of 
Corporate Services 
is in the process of 
establishing the ICT 
Unit, which has just 
been established as 
per the newly 
approved 
organizational 
structure. 

The position of the 
Senior Manager: ICT 

June 2009 
however, a 
draft SLA 
already 
competed for 
inputs from 
other 

departments 

Corporate 

Services 


0 





has been advertised 
and shortlisted. A 
date for the 
interviews will be set 
for such an 
appointment. We are 
currently utilizing the 
services of the IT 
Managerfor2010, 
who is assisting the 
Department on IT 
related matters. 



Submission for 

Council 

approval 

Financial 

Risk assessment 
process 

Mr. J. Putter 

addressed directly 
with AG 


Internal Audit 

Review of the 

financial 

Statement 

Compliance (Non- 
AFS) 

Risk 

Assessment 

process 

AFS to submit for 
review for by Audit 
Committee before 
submission to the AG 
in August annually. 

Before end of 
Aug 2009 

Internal Audit & 
Treasury Services 

Composition of 
Audit 

Committee 

Control 

Control 

environment 

Mr. J. Putter 

addressed directly 
with AG 


Internal Audit 

Investigation of 
the Municipal 
Manager 

Control 

Control 

environment 

Office of the AMM Or 
Corporate Services 


Corporate 

Services/AMM 

Payment 
voucher paid 
without invoice 
and order form 
attached 

Control 

Monitor of 
controls 

No payment will take 
place if an invoice is 
not attached. 

Emergencies are, 
however, paid 

without orders but 
with the necessary 
authorization. 
Regarding the issues 
mentioned by the 
AG, mostly the 
payments were for 
period contracts for 
which contracts / 
service level 

agreements are 

signed with the 
supplier. Monthly 

orders are not issued 
to such service 
providers. 

Currently 

enforced 

Treasury Services 

Duplicate 

payment 

Financial 

Monitoring of 
control 

Venus system has 
been programmed to 
issue a warning if the 
same invoice number 
is being processed 
on a supplier than 
utilized on a previous 
occasion. Such 

warnings must be 
referred to the 
Accountant: 

Creditors for 

Currently 

implemetned 

Treasury Services 


0 





investigation. 

In the relevant 
instance mentioned 
in the Auditor 
General report, it 
was explained that 
the payment was a 
monthly payment 
due to a financial 
institution, as per the 
reconciliation a 

duplicate payment 
did not take place. 



Supplier not 
register for 

VAT 

Financial 

Monitoring of 
control 

If VAT is charged, 
and it is a non- 
registered VAT 

vendor, VAT is 
deleted on 

requisition. 

Spot checks are 
performed by the 
creditors section to 
verify the VAT status 
of suppliers. The 
procurement section 
is in the process of 
establishing a vetted 
supplier database 
and procuring a e- 
procurement system 
which should add 
value in the 

monitoring and 

control process of 
Vat compliance by 
suppliers. 

Currently 

implemeted 

Treasury Services 

No Original 
invoice 

Control 

Control activities 

No payment will take 
place without an 
original invoice - all 
payments which do 
not have an original 
or certified copy of 
an invoice attached 
will be returned to 
the relevant 

department for 

rectification. 

Currently 

enforced 

Treasury Services 

Approval of 
purchase after 
delivery date 

Financial 

Risk 

Assessment 

process 

A compliance 

register has been 
implemented to 

record such matters. 

It must however be 
noted that where 
maintenance had to 
be done in a case of 
emergency the order 
is only issued after 
the service were 
provided. 

Currently 

enforced 

Treasury Services 

Outstanding 

Financial 

Control Activities 

The filing clerk must 

Currently 

Treasury Services 


0 


Documents 



follow up on a weekly 
basis on documents 
not received to be 
filed. A register must 
be maintained by the 
filing clerk for 
documentation 
required and 

removed by other 
officials and followed 
up on a weekly basis 
to return to the filing 
room. Processes and 
registers must be 
monitored by the 
supervisor. 

enforced 


Annual 
performance 
information not 
submitted in 
time 

Performance 

information 

Control activities 

The 2008/2009 

Annual Performance 
Report will be 
submitted on time, as 
there is capacity do 
so. 

May 2009 

PMS 

KPI not 
measurable 

Performance 

information 

Control Activities 

Measurable targets 
will be developed 
during the 2009/2010 
IDP process 


PMS 

No link 
between 

Budget and 

IDP 

Performance 

information 


The Budget and 
Treasury Office and 
Corporate Strategy 
will work together to 
ensure the link 
between IDP and 
Budget 

March 2009 

Corporate 

Strategy/Treasury 

Services 

Target not 
measurable 

Performance 

information 


Measurable targets 
will be developed 
during the 2009/2010 
IDP process. 

May 2009 

PMS/AMM 

Existence and 
function of a 
performance 
Audit 

Committee 

Compliance (Non- 
AFS ) 

Control activities 



Internal Audit 
/AMM 

Property, Plant 
and Equipment 

Financial 

Control activities 

• Appointment of 
Service 

provider on 

movable assets 

• immovable 
assets due for 
bid evaluation 

• Temporary staff 

appointed to 
assist in 

preparing for 
auction sale of 
obsolete assets 
as approved by 
Council 

• Implementation 
plans to be 
developed 

Target: June 
2009: 

1 . Already 
Movable 
assets 
service 
provider to 
verify 
appointed 
and SLA 
due for 
finalization. 

2. Immovable 
tender 
technical 
report 
finalized 
and due for 

Treasury Services 


0 





together with 
appointed 
service 
providers . 

BEC and 
adjudication 
before end 
of February 
2009 

3. Auction 
sale to take 
place 

before end 
of June 

2009 

4. 5 temporary 
staff 

appointed 
to assist 
with the 
auction 
sale. 


Gains on 
disposal of 
Property, Plant 
and Equipment 

Financial 

Control activities 

Capitalization and 
write off of alienated 
assets to be done 
before /on year end 

June 2009 

Treasury services 

Rental 
Agreements 
not obtained 

Control 

Monitoring of 
controls 

After status all 
signed lease 

agreements will in 
their personal files 
and keep a copy with 
records. 

June 2009 

Corporate 

Services 


0 


